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THE TYRANNY OF FEAR. 





Fear, more than anything else, stands in the way of 
personal success. If we could rise above our fears there 
is scarcely anything which we could not accomplish. 


We fear many things,—public opinion, our own incapac- 
ity, the effect of certain acts upon our interests and 
relations with other people. We fear to do things which 


are unusual because they may set us apart from the 
rest of the world. It is this fear which holds us back 
from real success. Courage is absolutely essential to 
those who would achieve results; not physical courage, 
but moral bravery which enables a man to strike out 
for himself in face of all opposition, to stand for the 
confidence and conviction which are within him, even 
though he has the support only of h:s own faith. If we can 
but conquer fear the fight for success is virtually won. 
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OFFICIAL COPYRIGHTED TESTIMONY AND REPORT 


Of the Joint Committee of the Senate and Assembly Appointed 








to Investigate the Business and Affairs of Life Insurance 


Companies Doing Business in the State of New York. @ ZW 


10 VOLS. COMPLETE 
TAN LAW CANVAS $50 


Realizing the advantage to our subscribers of our ability to supply them with the finally corrected 
OFFICIAL copy of these proceedings, we have delayed going to press with our edition until the Com- 
mittee finally settled the matter of what report they would adopt as OFFICIAL. This matter was set- 
tled February 22nd, 1906, and we have now gone to press. Volumes will be delivered this month. 


We Guarantee to our Subscribers as follows: 

(1) That our publication will be complete in 10 volumes, Law Book size, bound in the best qual- 
ity of tan law canvas, each volume having about 900 pages, containing in all about 2,000,000 words. 

(2) That the first 9 volumes of our publication contain: (a) A Verbatim Transcript of the 
Entire Proceedings of the Joint Committee of the senate and assembly of the State of New York, 
including therein the verbatim transcript of the Official Stenographer’s Minutes of all the testi- 
mony taken by this Committee, the Arguments of Counsel, all Exhibits, Statements, Reports, 
and all other documents received in evidence, INCLUDING THE REPORT OF THE COMMITTEE 
TO THE LEGISLATURE, EXACT C)PIES OF WHICH WILL BE SUBMITTED BY THE 
COMMITTEE TO THE LEGISLATURE WITH ITS REPORT. THESE VOLUMES WILL BE 
IDENTICAL THEREWITH IN EVERY PARTICULAR, LINE FOR LINE, PAGE FOR PAGE, 
AND ARE HEREBY UNRESERVEDLY GUARANTEED TO BE THE GENUINE 
OFFICIAL REPORT OF THE LEGISLATIVE COMMITTEE’S. PROCEEDINGS. (4) The 
Result of the investigation. —The Final Detailed Report of the Legislative Commit- 
tee and Recommendations made to the Legislature, proposing new and corrective legisla- 
tion, with a summary of changes brought about and other results of the investigation. 


In Addition our Publication will contain ; 


(2) The History of the Investigation.—The conditions in life insurance and other causes 
which led to the appointment of the Legislative Committee, the method of its organization and its 
course of procedure. 

(6) Index of witnesses; index of subjects; and cross index of witnesses and 
subjects by companies investigated. In this index will be found such headingsas ‘ Loading,” 
‘‘ Political Contributions,” “ Net Premiums,” etc, etc., referring to the testimony of witnesses on these 
various subjects, together with the page number on which that testimony can be found. This index 
makes it possible to easily refer to any part of this vast amount of testimony. 

(c) Appendix containing report of the Frick Committee on its investigation of the Equitable 
Life Assurance Society. 

(7) Appendix containing the important testimony taken in the ** Hendricks’’ (New York 
State Insuranee Department) investigation of the Equitable Life Assurance Society. 

(e) Appendix containing the ‘* Hendricks ’’ (New York State Insurance Department) 
Report on the above company. 

(f) Appendix containing the Report of the Truesdale Committee in the investiga- 
tion of the Mutual Life Insurance Company and other papers of importance in relation to that company, 

(2) Appendix containing the Report of the ‘‘ Fowler ’’ Committee investigation of 
the New York Life Insurance Company. 

If, upon receipt of this Report, it is not found in EVERY WAY to be as represented, you may 
return the same at your convenience, at our expense. 


LEGISLATIVE REPORTING COMPANY, inc. 


GEO. A. HENDERSON, President. 
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THIRTY-NINTH ANNUAL STATEMENT 
OF THE 


UNION CENTRAL LIFE INS. CO. 


OF CINCINNATI, O 
For the year Ending December 31, 1905. 


ASSETS. 


Cash on hand and in banks 

First Mortgage Loans on Real Estate 

Home Office and Other Real Estate 

Cash Loans on Company’s Policies 

U.S. Bonds, deposited with Treas- 
urer of Virginia... 

Premium Notes and Loans on Poli- 
cies in force 

‘o-— Balances and Cash Obliga- 


140,302 52 
40,317,152 07 
587,260 62 
4,511,759 37 


10,300 00 
1,725,460 36 
238,312 59 


Net. aluacd and Unreported Prem- 
iums 617,953 36 
Interest and Rents due and unpaid 


Interest accrued, not yet due 


Gross Assets December 31, 1905.. $50,019,667 03 


LIABILITIES. 
$40,436,928 00 
852,223 





Reserve Fund 
Other Liabilities 
Special Sur-.. 

- $5,878,875 00 


2,857,141 02 
$8,730,516 02 


$50,019,667 03 
INSURANCE ACCOUNT. 


Insurance in Force 

Increase over last year 

Paid to policy-holders since organizatio: 
Insurance Issued and Revived in 1905. 


GAINS IN 1905. 


Assets, $6,127,928 63; peey os 81,096,968 15; Premium Re- 
eipts, $759, 428 57; Inte terest Receipts $337, 539 58; Surplus, 
$1. 513,827 86; Amount of Insurance, $17,277,508 60. 


oreds Surplus 





OFFICERS. 
JOHN M. PATTISON, President. 
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MUTUAL 


LIFE INSURANCE COMPANY 


OF BOSTON 
The examining committee of policyholders for 1906 was as follows: 

MR. DANIEL G. WING, Boston, MR. CHARLES W. 8S. COBB, Sr. Louts. 
President First National Bank, President Glencoe Lime and Cement Co. 
MR. ELWYN G. PRESTON, 

Treasurer the R. H. White Company, formerly Secretary the Boston Chamber of Commerce. 


REPORT OF THE EXAMINING COMMITTEE FOR 1906. 
To the Policyholders of the John Hancock Mutual Life Insurance Company: 

In accordance with the provisions of the By-Laws, the undersigned Committee elected at the An- 
nual Meeting of the Policyholders of the John Hancock Mutual Life Insurance Company, have exam- 
ined and verified the Annual Statement of the Company for the year ending December 31, 1905, and make 
the following report: 





ASSETS. LIABILITIES. 
Loans On Mortgages....-..-+-seeceseees $12,627,943.48 | Death Claims and Endowments in 
Loans On Collateral.....c.ccccccccccescs 500,000.00 process of adjustment or settlement $59,424.00 
Loans on Company’s Policies.......... 1,479,920 00 | Present Value of Amounts not yet ~_— 
Book Value of Real Estate...........+. 3,043,308.97 on Matured Installment Policies... 171,951,00 
Book Value of Bonds............-.+++ .+ 17,126,154.40 | Premiums paid in advance 60,473.28 
Premium Notes on Policies in force.. 162,941.75 | Dividends unp@id.......ccccccccccccsees 164,843.40 
Cash in Banks and Tr. Comp. at Int... 322,394.55 | Dividends apportioned, payable in 1906 108,967.28 
Cash in Banks and Company’s Office.. 65,095.00 | Reserve on Policies cancelled and en- 
Trust Funds on Deposit..............- 39,810.91 titled to Cash Surrender Values..... 178,857.00 
Loans on Personal Security.........-.. 29,633.01 | Approved Medical and Legal Fees, 
Commuted Commissions..... ......+.- 50,370.91 sits nutkaaedoekaewshawcmdaabae 128,552.99 
Printing Plant........sccecsseseseecees 10,000.00 | Net Premium Reserve as computed by 
Interest and Rents Due and Accrued. 443.820.26 Mass. Ins. Dept...cccccccccceccsccccses 7 31,274,280.00 
Market Value of Bonds over BookVal. 317,528.19 | Trust Funds held by the Company..... 39,810.91 
Uncoll. and Deferred Premiums (net) 848,848.69 | Special Reserve for Accumulating Div- 
Agents’ Balances....... secssssseceeees 5,795.85 idends and possible depreciation ... 831,111.00 
3 37,073,565.97 Surplus Pee teen eee Ceres eeeesesesesseseees 3,956,635.58 

Deduct Items not admit. by Ins. Dept. 98,659.53 

Total admitted assets $36, 974, 906.44 | Total as above $36,974, 974, 906,44 44 


We have employed the Eastern hotties - Boston to assist us in the physical examination of the 
securities held by the Company, and nearly a week has been consumed by the Committee in its work. 

The only Real Estate owned by the Company is the Home Office Building in Boston, the present 
value of which is in excess of the figure at which it appears on the books. 

The Company owns no stocks of any description. 

The Bonds owned by the Company are of high grade, with a present market value considerably in 
excess of the amount at which they are carried on the books. 

The investments in Mortgages, in the opinion of your Committee, have been made with care and 
good judgment. This is also evidenced by the fact that there is but $710.05 of over-due, unpaid 
interest, and the Company holds no Real Estate taken under foreclosure proceedings. 

Your Committee have not attempted to examine into, or pass upon the technical details of the 
insurance business, but they have made such examination of the administrative and operating 
departments as the time at their disposal would permit. 

In reporting upon general features of management, the Committee realize fully the difficulty of making 
any comparison of the elements which enter into the business of life insurance, with accepted stand- 
ards of mercantile business. It can be said, however, that there is everywhere evidence of care, conserva- 
tism and fidelity to the interests of the Company on the part of its officers and employees. In none of its 
operations have we seen evidence of improper alliances or affiliation with outside financial interests, or 
evidence of the use of money for any unlawful purpose. We have examined the expenditures for adminis- 
tration and salaries in the Home Office, and in the judgment of your Committee they are reasonable 
and warranted. 

We have been given every facility by the officers of the Company for the prosecution of our work, 
and all the information desired by the Committee has been promptly and cheerfully furnished. 


Respectfully submitted, D. G. WING, E 
C. W. S. COBB, xamining 


Boston, Mass., January 26, 1906. E. G. PRESTON, Committee. 





STEPHEN H. RHODES, - - President. 


ROLAND O. LAMB, Vice-Pres. ARNOLD A. RAND, 2d Vice-Pres. EDWIN B. HOLMES, 3d Vice-Pres. 
WALTON L. CROCKER, Secretary. ROBERT K. EATON, Supt. of Agencies. 
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SHALL AGENTS AND COMPANIES CO-OPERATE ON COMMISSIONS ? 





The present commission policy of 
the Western Union has not only re- 
sulted in increased expenses in West- 
ern Union Territory, but has inevit- 
ably led to demands for increased com- 
missions in all other sections of the 
country. It was hardly to be expected 
that agents elsewhere, knowing that 
their brethren in the West were receiv- 
ing preference in the matter of com- 
missions, would be satisfied until their 
compensation had likewise been in- 
creased. 

Therefore in the southern territory 
we find demands for the contingent 
commission in addition to the flat 15 
per cent. allowed by the Southeastern 
Tariff Association. In eastern states 
and in the Pacific Coast states there 
isa demand for the graded commis- 
sion. It is a noticeable fact that these 
demands for increased compensation 
are based entirely upon the fact of 
discrimination. These agents do not 
attempt to justify the claim for higher 
commissions on any other ground. 

It seems almost inevitable that one 
of two things must happen. Hither 
the graded or the contingent commis- 
sion must be paid to agents elsewhere, 
or the graded commission abandoned 
in Western Union territory. This 
latter would mean a reversal of the 
whole policy which has characterized 
the policy of the Western Union in re- 
cent years. To pay the increased com- 
pensation, at least in the form of 
graded commissions. in other terri- 
tory, would be to abandon the whole 
idea of reducing commission expenses. 
The contingent commission involves 


special considerations different from 
those which would apply to the graded 
commission. 

Are the low commission companies 
ready to give up the fight? We hope 
not. Higher commissions in our 
opinion would be bad for the business 
in every way, and especially bad for 
the real underwriting agent. The 
present excessive average commission 
paid is an acknowledged factor in the 
undermining of the interest of the 
real insurance agent. Certainly the 
situation for him would not be bet- 
tered if the average commissions were 
increased. 

We believe the hard-headed, sensi- 
ble fire insurance agents prefer low 
commissions. They prefer it because 
it gives greater dignity to their own 
calling. It places them in a finer at- 
titude towards their clients. It re- 
lieves them of a class of competition 
which confers no benefit upon the 
business. 

We have long held that low, uniform 
commissions cannot be maintained 
by the companies alone; that the 
assistance of agents is essential to the 
successful carrying out of any com- 
mission program. We are of those 
who entertain the hope that the time 
may come when companies and agents, 
through the organizations with which 
it is now essential for them to do busi- 
ness, shall come together to consider 


and formulate a commission platform ; 
not an ironclad agreement necessarily 
but a declaration which will stand 
as a guide and exert an influence in 
the handling of this question in va- 
rious localities. 
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EQUALIZATION OF RATES—INCREASING DEMAND FOR ACTION. 


Fire insurance opinion seems to be 
crystallizing about the idea that the 
present critical situation may be met 
by methods differing from those which 
have been adopted in the past. We 
detect indications of a desire to read- 
just rates in an orderly and harmon- 
ious fashion, rather than to permit 
things to drift intoa state of chaos 
from which recovery will be slow and 
uncertain. There are times when it 
is desirable that history should not 
repeat itself, when forces should be 
brought into play which will prevent 
a repetition of the economic errors of 
the past. 

From time to time, as the waves of 
profit and loss rose and fell there has 
been a similar fluctuation in the aver- 
age fire insurance rate, but always at 
the period of recovery from reaction 
there has existed the same old condi- 
tion of inequality. 

To the Journal of Insurance Econom- 
ics it has become almost axiomatic to 
say that rate inequality is at the root 
of most of the troubles of fire insur- 
ance. Atany rate itis the one point 
of contact and clash between fire in- 
surance and the insuring public. The 
hostility against fire insurance mani- 
festing itself so frequently through 
the state legislatures is not occasioned 
primarily by objection to uniform 
rates or to rating associations, but to 
the known inequality in rates which 
those rating associations put forth and 
the fact that the uniform rate is not 
applied without discrimination to all 
hazards and to all property owners. 

It may be that perfection in the ad- 
justment of fire insurance rates will 
never be attained, probably notin this 
generation. But this does not relieve 
the fire underwriters of today from 
direct responsibility for the inequali- 
ties which they consciously and per- 
sistently maintain. There are diffi- 
culties in the way of readjustment we 
grant, but the obstacles reside mainly 


in the will of those whose decision 
might materially change the results. 

It requires courage and initiative in 
order that even the first essential 
step towards rate inequality shall be 
taken. It is human nature to hold 
fast to that which is in hand, to be re- 
luctant to give up profit producing 
rates where it is comparatively easy 
to collect the tax. The old idea that 
the fire insurance rate, like the rail- 
road, should be ‘‘all that the traffic 
will bear,’’ is by no means extinct, and 
excessively profitable fire insurance 
rates are justified today on the ground 
that the public is willing to pay them. 

In some respects fire underwriters 
are very backward and unprogressive. 
The few who would move forward 
seem to be held back by the weight of 
the majority. Yet it seems strange 
that in a business where so much has 
been done towards scientific and co- 
operative inspection, engineering and 
adjusting, that so little apparently 
has been done in the handling of the 
most vital problem of the business, — 
the rate question. We donot say that 
nothing has been done. Schedule 
rating and co-insurance have been in- 
troduced. Tentative steps have been 
taken towards classification, but there 
has not yet been any fixed or definite 
movement towards a practical equali- 
zation of rates. 

There is, however, an increasing de- 
mand that something more shall be 
done. The power of this demand is 
evident in various movements taking 
place, and in the present situation it 
is quite possible that the progressive 
thought of rational fire insurance men, 
will actually gain the upper hand and 
be able to control and direct events 
with more wisdom than in similar 
crises of the past. 

The task of the fire underwriter, in 
his relations with the public and with 
the state legislatures, is not to be im- 
proved by a ‘‘repetition of history.”’ 
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There is but one way to meet public 
demand and that is to do things better 
than they have ever been done before; 
to show that fire insurance men are 
actually trying to do what they have 
always claimed that they were doing, 
namely, attempting to collect the fire 
insurance tax in an equal and just 
manner. 

Underwriters have taught the peo- 
ple to believe that fire insurance was 
a tax, that the companies were the tax 
gatherers. This thought has per- 
meated the whole body politic. The 
companies cannot command public 
confidence unless they demonstrate 
their wisdom as tax gatherers and the 
justice of the tax which they collect. 

Wherever the rates on so-called pre- 
ferred classes are too high they should 
be reduced. This will not only bring 
down the general level of rates and 
out off much of the margin of profit,— 
thus tending to check demoralizing 
competition,—but it will demonstrate 


to property owners and to legislatures 
the fact that fire insurance companies, 
acting through their associations, are 
capable of reducing, as well as of ad- 
vancing rates. 

This would be the effect upon public 
opinion, but that is not the only thing 
to consider. It will bring about very 
material reforms within the business 
itself. It would check side-line agency 
appointments and it would force a rate 
advance upon unprofitable classes. 

Some underwriters say that they 
will never consent toa reduction in 
preferred classes until there is an ad- 
vance upon unprofitable risks. We 
ask this question: Will unprofitable 
risks be advanced so long as the pres- 
ent margin of profit exists upon pre- 
ferred risks? Wedoubt it. It seem 
to us that the way to force an advance 
in rates upon unprofitable risks is to 
cut down the rates on preferred 
classes. In other words, the sore spot 


must be cured before the whole body 
can be restored to health. 





THE MENACE OF A FIRE INSURANCE RATE WAR. 








From “THE CHRONICLE,” NEW YORK. 








Two things, according to the ‘‘Jour- 
nal of Insurance Economics,’’ are co- 
operating at this time to raise the por- 
tents of an impending rate war in fire 
insurance, viz: the results of two 
years of almost unexampled prosperity 
and the extension of the ‘‘separation’’ 
rule of the Western Union to much 
new territory in the further West. 

The first-mentioned condition cer- 
tainly does give just cause for alarm. 
In former days the only method of 
readjusting rates was by more or less 
indiscriminate rate-cutting. This often 
degenerated into a scramble, with dis- 
astrous results both to companies and 
to agents. 

The last time, however, the compa- 
nies tried in some territories the 
method of horizontal reduction, quite 
as they have often made use of hori- 
zontal increases. Neither works well 
and both give the impression that the 
fixing of rates is a purely arbitrary 





proceeding. Yet, as a means of keep- 
ing the peace, the plan is worth con- 
sidering. 

Keeping the peace, however, is more 
a matter of agents preserving their 
tempers and protecting their own in- 
terests, than aughtelse. That fire in- 
surance has gone through all the vi- 
cissitudes of the past decade, with no 
more injury than has come to it, has 
been due to the well-balanced minds 
of the agents, rather than to the skill 
of field management. 

Manifestly, the proper thing for 
fire insurance companics to do, is to 
set on foot without delay, a movement 
to ascertain as accurately as possible 
the costs in each class of hazard, so 
that rates may be made what they 
ought to be. Nothing short of this 
will be permanently satisfactory. 

This solution, likewise, would do 
away with the separation folly; for 
with rates properly adjusted, there 
would be no preferred class, no ex- 
cess commissions and no attempt to 
get the better of another company in 
the same agency. 
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WILL FIRE UNDERWRITERS READ THE HANDWRITING ON THE WALL? 





FROM THE “INSURANCE FIELD” OF LOUISVILLE. 


Is it not time for fire insurance com- 
panies to take warning of the storm 
that has swept life insurance? News 
filters up from the South that the rate 
war performance at Griffin, Georgia, 
threatens to be repeated at other 
places. This fact is not pleasant for 
local agents to contemplate and not 
conducive to the enactment of reason- 
able laws by state legislatures. It is 
not necessary to gointo the rights and 
wrongs of such collisions, where the 
business of local agents is ruined and 
the rates of insurance so demoralized 
as to breed unending discontent when 
normal rates come to be restored. In 
the separation quarrel between com- 
panies of different classes both sides are 
so thoroughly convinced of being right 
and that the other side is utterly 
wrong, thatit but adds to the squabble 
to discuss detail. Indeed, it may be 
admitted that both are right and both 
are wrong—it all depends upon the 
standpoint of the company. 

The main question is, why should 
the people of Pekin, Illinois, Griffin, 
or Lula, Georgia, be given the boon of 
insurance free when the people of the 
rest of the country have to foot the 
bills? It may be that the increase of 
rate in other communities for the pur- 
pose of giving these towns free insur- 
ance is quite small, but the principle 
of taxing other people in order that 
insurance managers may gratify their 
ambitions and company resentments 
is wholly and radically wrong. It 
may be argued that the companies 
engaging in these costly rate wars pay 
the cost out of their surplus; but the 
surplus comes out of the rate-payers 
and is therefore taken from them. 

It was exactly this spirit of ungov- 
ernable ambition and autocratic re- 
sentment that brought the three life 


insurance companies low. They were’ 


all doing well but the managers of 


each had to satisfy personal ambition 
todo more than the others at any 
cost. Instead of giving all policy- 
holders the benefit of their well-doing 
they began to take from the old and 
give to the new in wasteful commis- 
sions and rebates. They did not even 
give these rebates to all new policy- 
holders alike, but distributed them to 
favorites and in localities just as the 
fire companies have done at Pekin, Illi- 
nois, and Griffin, Georgia. It worked 
so smoothly for a few years that the 
managers forgot the old policyholders 
entirely—forgot that they had any 
rights. In the past year they came 
to a dreadful awakening. In the 
measure that they were unjust to the 
public, the public is now unjust to 
them. Reaction is alwaysas bad as the 
original wrong, often worse. 

The fire insurance companies owe it 
to themselves and the public to pre- 
vent the wasteful and foolish orgies 
of expenditure called rate wars. These 
are often the product of vain and 
ignorant local and field men, but often 
they are encouraged by equally vain 
and ignorant company executives. 
These men forget they are amusing 
themselves with the money of the pub- 
lic paid in the form ofa necessary tax, 
the right to fix which is conceded to 
the companies in return for useful 
service rendered equitably and justly. 
If the people of Griffin,Georgia, should 
have their insurance free, why not 
the rest of the people of Georgia? The 
mere possession of power to relieve 
the people of Griffin from insurance 
rate is no reason for exercising it. 
Nor have the companies any moral 
right to destroy the business of the 
local agents of Griffin. To do so is 
playing with gunpowder. The exer- 
cise of this irresponsible power will 
some day bring a state enactment 
against discriminaton and a company 
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that cuts rates may be required to 
take all similar risks in the state at 
the cut rate, or get out. 

More intelligence, more sense of re- 
sponsibility ought to be brought to 
the consideration of these competi- 
tions between companies. It must be 
said to the credit of the life companies 
that they did not cut the rate. The 
fire companies have no such extenu- 
ation to plead. That is where they 
begin. Some machinery ought to be 
devised between warring companies, 


with the aid of organized local agents, 
by which this senseless, and wasteful 
destructon of local agency fields and 
rates may be prevented. In one or 
two states insurance commissioners 
have forbidden it as against public 
policy. Georgia and other states 
might consider the remedy. 

If rates are so high as to call for re- 
duction, why not make the reduction 
equitably and intelligently, instead of 
by the destructive processes of cut- 
throat war? 





SEPARATION ON THE COAST 





DEFENDED BY THE MINORITY. 








The adoption of a graded commission 
platform for the Pacific Coast similar 
to that now in force in the jurisdic- 
tion of the Western union has recently 
been considered. There does not seem 
to be, however, any immediate chance 
of its adoption. Serious objections to 
the extension of separation to the 
coast territory have been raised by 
companies which have experienced its 
effects in Western Union territory. 

At a meeting in San Francisco, Jan. 
29, the matter was considered by 
a joint committee of nine, comprised 
of managers representing the Board 
of Fire Underwriters of the Pacific 
with a representation from the West- 
ern Union. This latter representation 
was given because of the overlapping 
territory under the jurisdiction of 
Western Department and Pacific Coast 
Department managers. 

There have been demands from 
agents in Coast cities requesting the 
payment of graded commissions. Some 
managers desire to meet this request 
with a counter proposition that it be 
accompanied by separation. The 
meeting of the committee was called 
for the purpose of considering the 
whole question. As the result of its 
labors the committee made the follow- 
ing report to the Pacific Board: 


Your committee begs to report that 
asa result of its deliberations, four 


members of the committee (one mem- 
ber being absent) were in favor of 
graded commissions based on the in- 
closed report; two members were in 
favor of graded commissions without 
separation; and two members were 
opposed to graded commissions in any 
form; but your committee was unani- 
mous in its judgment that if graded 
commission is to be adopted with sep- 
aration, it should be in the form sug- 
gested in the inclosed report. 

1. There shall be arule providing 
for graded commissions, which rule 
shall be applied to such cities and 
towns, except in the State of Washing- 
ton, as shall have received the ap- 
proval of the Executive Committee 
and be ratified by a majority vote of 
the members having an agency in such 
city or town; said vote shall be taken 
by secret ballot, each city or town to 
be voted upon separately. Said grades 
of commission shall be as follows: 

2. Twenty-five (25) per cent. on 
net premiums on all business which 
under the rules may be written for a 
term of two or more years, and on 
brick or stone buildings (not contents) 
occupied exclusively for office, mer- 
cantile (without manufacturing), pub- 
lic hall (without movable scenery) and 
dwelling purposes. 

Also on rents or leasehold interests 
in buildings herein described. 

In case of dispute as to any risk com- 
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ing under the foregoing rule, the de- 
cision of the Executive Commitee shall 
be final. 

3. Twenty-five (25) per cent. on net 
premiums on growing grain where- 
ever located, without vote as required 
in section 1, provided the agent repre- 
sents exclusively members of the 
Board of Fire Underwriters of the 
Pacific. 

4. Fifteen (15) per cent. commis- 
sion on the net premiums on all other 
classes of risks. 

5. Graded commissions as above 
outlined shall be allowed only where 
the agent represents exclusively com- 
panies members of the Board of Fire 
Underwriters of the Pacific. 

6. An agent accepting such graded 
commissions shall not occupy the 
same office with an agent representing 
companies not members of this Board, 
nor shall he have any direct or indi- 
rect pecuniary interest in any such 
agency. 

7. Ifacomplaint is made that an 
agent is receiving graded commission 
under these rules in violation of sec- 
tions 5 and 6 hereof,the executive com- 
mittee shall investigate the matter 
and if the charge is sustained, shall 
require members of the Board to re- 
duce all commissions to said agency 
to fifteen per cent., and said agent 
shall be ineligible for graded commis- 
sions fora period of one year from 
the date of the findings of the Execu- 
tive Committee. 

8. Graded commission shall not be 
allowed under any circumstances, un- 
less the following statement be en- 
dorsed on or attached to the account 
current or statement in which such 
graded commissions are charged, and 
said statement must be signed by the 
agent: 

*‘IT (or we) hereby certify that dur- 
ing the period policies included in this 
account were written, I (or we) have 
not DIRECTLY or INDIRECTLY rep- 
resented or PLACED BUSINESS with 


— eg} 
: 
« 


uny company not a member of the 
Board of Fire Underwriters of the 
Pacific.”’ 

9. Inall cases where graded com- 
missions are allowed, the district office 
of the Board of Fire Underwriters 
having jurisdiction must stamp all 
daily reports, showing the amount of 
commission that may be paid for the 
risk mentioned in said daily report. 


San Francisco, Cal., Jan. 29, 1906. 


This report came before a meeting 
of the Board of Fire Underwriters of 
the Pacific February 1. No definite 
action was taken, the report being 
accepted and referred to the commit- 
tee on constitution to be subsequently 
reported by that committee in the 
form of an amendment to the board’s 
constitution. There are 71 votes in 
the board. A test voteat the meeting 
of February 1 showed 21 to be op- 
posed to the proposition. This means 
that it will not be accepted, since the 
board rules require a three-fourths 
vote and nine-tenths signature to 
change the constitution. It is pre- 
dicted that relief for the situation on 
the commission side will be suught by 
a substitute proposition ‘‘excepting,”’ 
the larger Coast cities as they were in 
the old Pacific Union, granting agents 
a flat commission of 20 per cent. 

The graded commission plan pre- 
sented to the Pacific Board for adop- 
tion contained the defect of the West- 
ern Union plan which prohibits an 
agent from receiving graded commis- 
sions if representing a company not a 
member of the board. As pointed out 
by the Journal in previous numbers, 
this provision is against the American 
spirit of fair dealing, and represents 
the idea of the closed shop and boy- 
cott. We are therefore glad to record 
the failure of its adoption upon the 
Coast, even though it be brought about 
by a minority vote. 
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NATIONAL BUILDING CODE PREPARED BY FIRE UNDERWRITERS. 


Standard Rules Recommended for Adoption by Municipalities—Supplied to all Cities and 
Towns with 5,000 or More Inhabitants, 





Fire insurance companies are not 
entirely given over to making money 
for their stockholders. Occasionally, 
prompted by a highly developed self- 
interest, they have engaged in pro- 
jects in which there is no direct or im- 
mediate benefit to them. 

In May 1905 the National Board 
of Fire Underwriters accepted and 
adopted a new building code prepared 
by a special committee appointed for 
the purpose. This code was compiled 
with great care, under the advice and 
analysis of building experts. The 
completed code comprises a volume of 
250 pages and covers every possible 
variety of construction in cities or 
towns. The volume has been sent out 
under the auspices of the National 
Board to the authorities of all munici- 
palities in the United States with 5,000 
or more inhabitants, accompanied by 
a communication urging its adoption 
and adaptation to local conditions. 

The work is designed as a model 
building law and is intended mainly 
to bring about uniform methods of 
construction, which will result in ma- 
terial improvement in fire hazards 
throughout the country. The code 
deals with every form of construction, 
except private dwellings, and with 
every accessory to construction. Ifa 
city were built upon the principles of 
construction laid down it would be as 
nearly perfect as modern science 
would admit. All streets would.be of 
the proper width, buildings of the 
proper height, areas properly adapted, 
walls constructed of exact propor- 
tions, elevator wells, stairways, cel- 
lars, sky-light and openings, would be 
precisely correct. Under the rules of 
construction set forth it is probable 
that the conflagration hazard in cities 
would be eliminated. 

But it will be many years before the 
conflagration hazard in American 





cities is reduced toa minimum. It is 
a constantly threatening possibility 
peculiar to all our cities, where mu- 
nicipal growth has been rapid, con- 
struction hasty and not laid down 
upon well defined lines. Gradually, 
however, American cities are being 
rebuilt. The aim of the National 
Board in preparing its code is to di- 
rect this reconstruction along safest 
and best lines. Itcannot be controlled 
altogether, but it may be influenced. 
A standard building code prepared by 
those who are interested in construc- 
tion from the standpoint of the hazard 
and not of the builders, undoubtedly 
will be referred to more and more by 
municipalities desiring to properly 
handle this question. 

The National Board’s building code, 
if followed, would not only contribute 
to the elimination of fire hazard but 
also to the safety of life and to the 
health of the community, putting all 
buildings in the congested districts, 
(business blocks, apartment and tene- 
ment houses, public buildings includ- 
ing theaters and hotels) in the most 
sanitary shape and providing against 
many of the dangers to human life. 

The committee having charge of the 
building code has gone into the ques- 
tion of theater construction with great 
care and detail, a matter of particular 
interest in view of recent disasters in 
buildings of this type. That portion 
of the building code containing speci- 
fications for theatre construction is 
exhaustive, covering every conceiva- 
ble factor in construction, among 
other notable things providing for an 
absolute separation of the auditorium 
from the stage by means of a fire 
wall, asbestos or other fireproof cur- 
tains with water curtains fed by au- 
tomatic sprinklers, as well as a com- 
plete sprinkling of the stage itself. 
The building code also prohibits the 
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crowding of aisles and provides ample 
exits in all directions. In fact, the 
rules of construction seem concerned 
mainly with the safety of life. 

The code also deals with questions 
of heating, lighting and ventilation, 
as well as plumbing and drainage, and 
the regulation of plumbing even ex- 
tends to the proper licensing and reg- 
istration of plumbers. 

In addition to rules for the construc- 
tion of new buildings the code also 
provides rules for the alteration, mov- 
ing or raising of old buildings and for 
the reconstruction of partly damaged 
buildings. Provision is also made for 





the demolition of unsafe buildings. 
Proper penalties for violation are pro- 
vided and also rules governing the 
construction of new buildings so as to 
reduce the chances of fire during the 
process of erection. 

Charles G. Smith, Secretary of the 
German American, acted as chairman 
of the committee having in charge the 
compilation of this remarkable work. 
The code will be amended from time 
to time as the conditions of building 
science demand, and it is hoped to 
make it effective in diminishing the 
annual fire waste. 








IS FEDERAL REGULATION OF INSURANCE INEVITABLE? 








If the fire insurance companies are 
really opposed to national supervi- 
sion, their expressed opposition at 
this time has tended apparently to 
intensify the feeling in favor of this 
kind of regulation. Or,to take another 
point of view, the fire insurance com- 
panies have very inopportunely put 
themselves in opposition to national 
supervision, when public sentiment 
seems to be steadily growing in favor 
of the proposition. 

Our observation leads us to con- 
clude that outside of Massachusetts 
and possibly one or two other states 
where state supervision is most satis- 
factory, there is a great body of pub- 
lic opinion in favor of national con- 
trol. We believe that this opinion 
will not diminish but increase; in 
short, that the question of whether 
we shall or shall not have national 
supervision has passed, or will pass, 
entirely beyond the control of those 
directly interested in the business. 
Therefore, fire insurance interests cer- 
tainly should put themselves in a posi- 
tion where they may render every 
possible aid to the establishment of 
this supervision upon the most effec- 
tive and rational basis. This journal 
has long held the view that national 
control of interstate insurance was 
inevitable and that every barrier, 


legal and otherwise, would be swept 
away in the face of public demand.* 
President Roosevelt is strongly in 
favor of national control. Eminent 
lawyers all over the country are put- 
ting themselves on record in its favor. 
There are to be sure eminent lawyers 
on the other side. Business men alsv 
are concerning themselves with the 
question, and the united action of 
Hartford insurance interests against 
national supervision does not prevent 
Congressman Lilley of that state from 
emphatically declaring in its favor. 
The first ‘‘ blast’’ in Congress against 
national control comes from Senator 
Tillman of South Carolina, which leads 
us to say that national supervision 
will make friends because of the ene- 
mies it appears to have. ' 
We set forth these facts because 
they should not be disguised from 
fire insurance officials whose interests 





*Senator Dryden’s canvas is the best index we 
have of public opinion on the question of na- 
tional supervision. He made a poll of 8,000 
associations and individuals asking this question : 
“Do you endorse the suggestion of President 
Roosevelt that insurance companies engaged in 
inter-state business should be regulated by and 
brought under the control of the federal govern- 
ment?” 

In response 7,454 answers were received, of 
which 6,581, or 88.3 per cent. were favorable, 
which tends to show that the preponderance of 
public opinion is in favor of federal regulation, 
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are so greatly concerned. Moreover 
it should be said that there is a very 
strong trend in favor of national 
supervision among local fire insurance 
agents. Not all of them to be sure 
are partial to the idea, buta great 
many more than might be supposed. 

Fire insurance companies may guide 
and control, but it will be found that 
they cannot stem the tide when once 
it setsin. It has always seemed to us 
wise for fire insurance companies to 
put themselves in the vanguard of 





public opinion. Unfortunately this is 
not the way in which things are usu- 
ally done, and as a consequence many 
troubles are invited which the com- 
psnies wish to avoid. 

National supervision of interstate 
insurance isa natural outgrowth of 
national unity. Why not accept the 
conditions and work for the best kind 
of supervision possible, instead of at- 
tempting feebly to obstruct and delay 
the inevitable? 








HOW FIRE INSURANCE IS BEING HANDLED IN ARKANSAS. 





It is most interesting to note how 
the Arkansas fire insurance situation 
has been handled since the exodus of 
companies following the passage of 
the King anti-trust law in March, 1905. 
As a matter of fact the conditions are 
far less onerous for local agents than 
might be supposed. This isdue partly 
to the foresight of the agents them- 
selves and partly to the skill with 
which they have since met this un- 
usual situation. 

When local agents became convinced 
that the extreme anti-trust law so 
strenuously advocated by Governor 
Davis would finally pass the legisla- 
ture, the majority of them cancelled 
their business for periods of from four 
to six months in advance of expira- 
tion, rewriting the policies for one, 
three and five-year periods, hoping 
that by the time the insurance expired 
the bad effects of the law would be- 
come so apparent as to lead to its re- 
peal. A very large proportion of the 
business was taken care of in this 
way. 

Butin the meantime, after the with- 
drawal of the companies, a number of 
local organizations were projected, 
some of them formed out of existing 
mutuals and others were newly incor- 
porated.. Among the stockholders of 
these new companies were found all 
the prominent agents of the state, who 
adopted this measure of preserving 





the business which they had and tak- 
ing care of the new business which 
came into their hands. They realized 
that under the Davis regime every 
possible influence would be exerted to 
keep the standard companies out of 
the state, and that for some time to 
come insurance would have to be done 
through local channels. But one or 
two outside companies were enabled 
to take the oath prescribed by law, 
namely, that they were not party to 
rating associations anywhere. 

Relief was looked for from the 
courts, but when the decision came 
upholding the law, under which the 
Hartford and the New York Under- 
writers’ Agency (which had remained 
in the state) were finally compelled to 
withdraw, additional measures were 
adopted by the general agents of the 
state to handle the business which 
they had been accustomed to look 
after. One of them located at Little 
Rock incorporated an insurance com- 
pany, carrying the style of the firm 
name, through which they issued four 
series of policies designated A, B, P 
and M, each one of which was re- 
insured by the retiring stock com- 
mercial companies. Another Little 
Rock firm incorporated two companies 
and also issued two underwriters’ pol- 
icies which were reinsured in outside 
companies. There were several ar- 
rangements of this description. 
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Several 


small outside companies 
which could take the proper oath were 


also entered for business purposes. 
General agencies across the line in 
Mississippi and Texas were also able 
to furnish insurance by various de- 
vices, copying in some ways the above 
plan. This insurance, however was 
written across the border for property 
owners direct, but the local agents 
were given the benefit of the commis- 
sions, the agents directing the prop- 
erty owners into thechannels through 
which the insurance could be pro- 
cured. 

More recently two large foreign 
companies have taken up the writing 
of business in the state direct from 
headquarters at Atlanta, accepting in- 
surance on direct application of prop- 
erty owners or from the agents of 
property owners. These companies 
hope to devise some pian by which 
their former agents can secure a 
proper commission. 

All of the new local companies or- 
ganized are taking substantial lines 
and reinsuring them in outside com- 
panies. These companies will be re- 
quired to put up the full reserve on 
policies issued by them irrespective of 
the reinsurance. 

As a whole, therefore, the situation 
is being very well handled and local 
agents are not so seriously em- 
barrassed as at first seemed likely. 
The bulk of the business is being 
placed as it comes along. There is 
some shortage on large risks but this 
is gradually being taken care of. One 
interesting effect of the law has been 
the forced consolidation of many 
agents, a notable one being that of 
five agencies at Pine Bluff incorpora- 
ting into one agency. The chief diffi- 
cutly comes to the agents located in 
the larger places where the big lines 
are carried, and it is anticipated that 
this deficiency will soon be covered by 
the arrangements completed with out- 


side companies to handle the business. 

Local agents find some difficulty in 
persuading property owners to take 
local companies even though they re- 
insure in the old line companies, and 
for this reason only are the local 
agents anxious to have the companies 
back doing business in the regular 
way. Otherwise there is no occasion 
for great anxiety and it seems prob- 
able that insurance agents will be able 
to adjust themselves to any conditions 
which the Davis government may im- 
pose upon them. 

Already Gov. Davis’ popularity 
seems to be on the wane on account of 
the extremities to which he has forced 
state legislation. The property own- 
ers are complaining because the rates 
in Arkansas are considerably higher. 
In fact, it is stated rates in the state 
were never so high as they are today, 
a perfectly logical outcome of the en- 
forced retirement of the companies. 
All the small outside companies doing 
business in the state and the many lo- 
cal organizations, while anxious to se- 
cure business, are unwilling to take 
the risk except at considerable ad- 
vances over the former tariffs, and we 
understand that almost invariably the 
property owners are paying higher 
rates. 

The existing situation will probably 
be completely relieved in time either 
by the break down in the Davis regime 
or by the retirement of several sub- 
stantial companies from large rating 
organizations, so that they can take 
the oath required under the Arkansas 
law. This is by no means an improb- 
able outcome for there are some intelli- 
gent underwriters who contend that 
the drift of events may make it wise 
for the companies to withdraw from 
all rating organizations, leaving ad- 
justments of prices either to competi- 
tion or to independent bureaus with 
which the companies have no direct 
affiliation. 
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INSURANCE JOURNALS, PAST, PRESENT AND FUTURE. 





C. M. CARTWRIGHT IN THE “INSURANCE LEADER.” 


I do not exaggerate when I say that 
there are insurance journals that are 
as strong, influential and valuable as 
the best trade papers in any line of 
business. However, I am confident 
that no activity has so many colorless, 
mediocre, useless journals as are to be 
found in the underwriting field. 

My first introduction to trade insur- 
ance journalism was a revelation. 
Our paper bought out one of the old- 
time Chicago publications. It was 
typical of that class of journals,started 
by a man fairly well advanced in 
years who engaged in the business be- 
cause it offered an easy opportunity 
to make a comfortable living If I re- 
call correctly, this paper had about 
sixty or seventy-five paid subscribers. 
Yet its advertising patronage was 
amazing. - 

Some life companies, not those 
classed with the grafters, not those 
that have been under fire, but the 
good old rock-ribbed, annual-dividend 
type were lavish in their advertising. 
It was a monthly paper, and yet some 
companies were paying $50 or $60 an 
issue, which meant $1 per sabscriber, 
and these subscribers with but few ex- 
ceptions were companies and not 
agents. 

When the paper with which I was 
then becoming connected, a vigorous, 
lively, newsy, widely circulated weekly, 
purchased the old plant and agreed to 
take over the advertising contracts 
giving about four and a half times as 
many insertions, several companies 
took to the woods entirely and others 
cut down their contracts materially. I 
recite this case because it so well re- 
veals the false basis on which so many 
insurance papers are grounded, 

To give value received is not in- 
tended by these publishers. Insurance 
companies show no discrimination in 
advertising. They spend the same 





amount on the paper with 100 sub- 
scribers as the one with 2,000 or 3,000. 
Influences, circulation, snap,enterprise, 
vigor, strength cut but small figure in 
the allotment of advertising. I know 
of no business where pure and un- 
adulterated graft is so prevalent as 
the publishing of insurance papers. 
Three-fourths of the papers pub- 
lished could well be eliminated be- 
cause of their utter uselessness to the 
trade. 

Now, what of the future? I think 
ultimately a new day will dawn. It 
may be some years ahead, but there 
are indications now and then that are 
most hopeful. With graft exposed in 
the life insurance business,there must 
be less of it in its trade press. 

The journal of the future will be 
conscientious, fearless, newsy, well 
circulated, influential, ably edited, 
helpful, both practical and idealistic. 
It will stand for the best in the busi- 
ness. Companies will not patronize it 
because the editor or business man- 
ager is a good fellow, or because they 
want the good graces of the paper, or 
because they are afraid of it, but solely 
because they expect results. Compa- 
nies later on will discriminate. They 
will concentrate their advertising on 
those papers that are trying to givea 
square deal, papers that stand for 
something, those that are spending 
money for the benefit of subscribers, 
those that reach the men in the ranks. 
There is certain to be a period of 
selection and rejection, the survival 
of the fittest. Men of vision in our 
business can see the day ahead and 
the papers that will survive are pre- 
paring for the new conditions of the 
future. 

Future insurance journalism will be 
a greater credit to the great business 
it represents. With the best papers 
encouraged, more liberally patronized 
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because they are worth it, publishers 
can afford to spend more money to 
improve their service. 

I hope to see in each section of the 
country a few papers which will be 
recognized as the newspapers of the 


different fields. There must be a few 
journals more technical and educa- 
tional than the newspapers. The 
newspapers will cover their particular 
territory carefully, even if it be buta 
single state or two. The technical pa- 
pers will take up much of the work 





that now the companies have to do in 
training their men. 

The paper of tomorrow will give 
full value for every dollar expended 
onit. Its readers will get the worth 
of their money and much more, like- 
wise the advertisers. Advertising will 
be placed on strictly a business basis. 


Therefore, in the years to come, we 
will see less papers, but those surviv- 
ing will be such as all men in the in- 
surance business will point to with 
pride. The papers will be an import- 
ant part of that business. 








PROPOSED LOSS STATISTICS BUREAU FOR EASTERN STATES. 








Coincident with the suggestion in the 
December issue of this magazine (oft 
repeated in previous numbers) regard- 
ing the absolute need of reliable, uni- 
form, combined classified statistics in 
fire insurance, the fire insurance com- 
panies have been addressed by the 
president of the Providence Washing- 
ton Insurance Company, Mr. J. B. 
Branch, calling attention to the recent 
decision of the supreme court of the 
United States sustaining the constitu- 
tionality of the Iowa anti-compact 
law and the necessity which it forces 
upon the companies for obtaining 
‘accurate loss cost statistics.’’ Mr. 
Branch is of the opinion that this 
decision will probably lead to the pas- 
sage of similar laws in other states 
and to the strict enforcement of all 
such restrictive measures. He thinks 
therefore that the time has come 
when in the east, as it has already 
been tried in the west, companies 
should seriously join together in com- 
bining their loss statistics. The bene. 
fits therefrom he points out to be: 


First—In combatting the demands of the pub- 
fie, brokers and agents for rate reductions by 
being able to show the approximate cost of the 
business. This we have not heretofore been 
able to do. 

Second—In meeting anti-compact and other 
vicious legislation with reliable statistical infor- 
mation and argument. 

Third—In determining the proper figures for 
the various items of schedules, whieh have here- 
tofore been made from guesswork or insufficient 
data, causing differing charges for the same risks 
to be made in different localities and rendering 
all schedules illogical and unexplainable. 





Fourth—In detecting, with but little delay, 
new hazards, and determining their cost in order 
that proper charges may be made therefor before 
po cg rendered whole classes of risks unpro- 
fitable. 


Mr. Branch thinks that within a 
few years if the co-operation be suffi- 
cient, providing enough business to 
secure accurate general averages, that 
the members of such a loss statistics 


bureau would be in a position not only 
to determine for themselves the neces- 
sary premium to charge, but would be 
in a particularly fortunate position in 
anti-compact states where rate-mak- 
ing organizations are abolished. He 
points out also that the position of 
companies holding membership in 
such a bureau would be ‘“‘vastly su- 
perior’’ to that held by outside com- 
panies. Both points, as it seems to 
us, are well taken, the latter indeed 
being so apparent as to make mem- 
bership in such a bureau a. franchise 
of exceptional value. 

The objection made by some com- 
panies to the disclosure of their own 
loss experience will be met, Mr. 
Branch contends, by eliminating the 
question of premiums and reporting 
to the bureau only amounts at risk, 
losses thereon and causes. ‘‘Com- 
bining the premiums of companies,’’ 
he. says, ‘‘is a waste of time and 
money, as owing to the fluctuations 
of rates no valuable data can thereby 
be obtained.’’ 

The loss cost based upon the amount 
at risk is the only true basis of esti- 
mate, giving a fixed non-fluctuating 
standard upon which the ‘‘mortality 
cost’’ of fire risks can be ascertained, 
and the proper loading for expenses 
and profits added. 
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COMPANIES URGED TO CLOSER RELATIONS WITH LOCAL AGENTS. 





W. J. LANDERS BEFORE THE FIRE UNDERWRITERS ASSOCIATION OF THE PACIFIC. 





It is clear to thoughtful underwrit- 
ers and executive officers generally 
that much of the adverse legislation 
of recent years has been actively pro- 
moted by agents, with more than a 
fair sprinkling of support from prop- 
erty owners, to say nothing of the or- 
dinary position of those who follow 
politics for glory or profit. 

Nearly all of the legislation relating 
to resident agents, now enforced in 
forty-eight states and territories, as 
well as many of the agency license re- 
quirements, fire department and other 
taxes have been promoted by agents, 
many of whom are members of Leg- 
islatures, and hold to the belief that 
charges coming against any one com- 
pany are small and easily collected. 
This triangular position of companies, 
agents and people buying insurance, 
is strange as well as complex. Why 
should agent and principal be op- 
posed, and why should the agent join 
with the consumer, so to speak, in at- 
tacking the source which remunerates 
the one and protects the other? Aside 
from the agent seeking to protect 
himself by laws directed against his 
principal is the fact that the property 
owner is naturally interested in get- 
ting insurance as cheaply as possible. 

We have Anti-Compact laws spread- 
ing in every direction, and we have 
mutual insurance companies in one 
form or another, all directly lessening 
the stability of the ordinary fire in- 
surance company, and consequently 
injuring the value of their policies. 
It is true, too, that in former years 
the position of an agent promoting 
legislation against his company was 
unheard of; also, there were no mnu- 
tual companies outside of what might 
be termed neighborhood dwelling or 
farm associations, and Legislatures 
were rarely, if ever, appealed to by 
the property owner. 





The so-called triangular position 
should be destroyed by co-operation 
between companies, agents and policy- 
holders, and the main object of this 
paper is to raise the question whether 
the companies have done all that is 
possible in the direction of promoting 
the confidence of their thousands of 
agents and millions of policyholders. 

Take, for example, the various com- 
pact and stamping offices, boards of 
underwriters and associations engaged 
in creating and applying the various 
rating schedules. Of late yearsit is 
claimed toward agents and property 
owners that every building of impor- 
tance, occupied for manufacturing or 
business purposes, is specially rated 
according to one schedule or another, 
and also that the business of fire in- 
surance has at last been brought to the 
point where rates are scientifically 
calculated and applied. Also, that 
the effect of applying schedules is to 
even the cost of fire insurance, taking 
each city or town according to its con- 
struction and appliances for dealing 
with fires, and taking each building 
according to its construction, and 
dealing item by item with deficiencies, 
and pointing out the advantage of 
eliminating the same, with the result- 
ing fixed benefit in the rate. This is 
about the position held by companies 
toward agents and policyholders in 
the comparatively small percentage of 
cases where persistent inquiry is made. 

It has cost the companies millions 
of dollars to produce millions of ra- 
tings under one or more of the now 
well-known schedules, and, assuming 
that a city or town has been classed 
or given a basis rate under the pre- 
vailing schedule, the main point of 
this paper is reached, viz.: That a 
duplicated copy of the rating of each 
building should be attached to (but 
perhaps not referred to) the policy or 
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policies covering thereon (the plan 
should not for the present be applied 
to policies covering contents of basi- 
ness buildings). The agent to whom 
the policy is credited should also have 
a copy of the rating. 

The advantage of the agent being 
placed in a position to check the risk 
with the rating in connection with the 
policy is obvious, and well calculated 
to furnish the basis of co-operation be- 
tween company, agent and owner; 
the latter appreciates, as a general 
rule, the pointing out of the various 
items making up his rate, and the op- 
portunity is afforded of bettering the 
risk to his own and the company’s ad- 
vantage; also of correcting any viola- 
tions of city ordinances in respect to 
which the rating furnishes a penalty, 
and all in all the items of cost having 
been gone over leaves the owner in a 
state of friendliness as compared with 
the position of delivering a policy and 
merely stating that the premium is so 
much, the agent adding that he has 
no control over the making of the 
rate—does not know how it is made 
up—the owner often saying that he 
does not know whether he will take 
the policy or not until he ascertains 
whether he can get the insurance for 
less money. 

We hear a great deal of the fire 
waste in this country, and the possi- 
bility of reducing it; here is a way of 
getting at the question, and results 
would come quickly. Assuming that 
many underwriters have objections to 
the plan, mostly upon the score of ex- 
pense, why not try it in some one city 
where there is a compact or board of- 
fice, and where the necessary rate du- 
plications can be made and promptly 
delivered upon application of com- 
panies or agents? 

It is to be observed that legislatures 
are by no means unlikely to enact laws 
compelling companies to attach par- 
ticulars of the rating to policies, the 
same as is now voluntarily done by 
life insurance companies in respect to 
applications, and it was only in the 


last session of the Tennessee legisla- 
ture that a senator introduced a bill, 
the title of which read: ‘‘An Act— 
To require all persons, firms or cor- 
porations engaged in the business of 
insurance to attach to the face of 
every policy of every insurance issued 
on property “within this state, a de- 
tailed statement or itemized schedule 
of the rate charged, showing the basis 
rate, and each additional deficiency, 
risk or hazard and the rate charged 
therefor, which make up the rate 
charged, and providing that such per- 
sons, firms or corporations failing to 
attach same shall forfeit to the assured 
asum equal to the amount of pre- 
mium charged in such policy.”’ 

Companies know that in dealing 
with agents there are, so to speak, 
agents and agents; many agents are 
anxious to in every way improve the 
business and extend their relations 
with property owners. Many other 
agents care nothing about the busi- 
ness, simply looking to the often acci- 
dental getting hold of a risk, and 
thereafter only to the delivery of pol- 
icy and collection of commission. The 
former class includes those who claim 
that companies employ too many 
agents and that there is no longer any 
pleasure and not much profit in repre- 
senting an insurance company; they 
also often complain of the difficulty 
experienced in getting hold of informa- 
tion regarding the items making up 
the rate of a risk, and in many sec- 
tions the information is refused. Prop- 
erty owners are often similarly treat- 
ed, and it will be observed that com- 
pact and stamping offices generally 
are what may be called irresponsible 
quantities in the business, taking no 
interest, and not caring whether the 
insurance is taken out or not. These 
remarks apply more especially to the 
employees of such offices, since all over 
the country there is a considerable 
number of earnest and painstaking 
managers, who, to the extent of their 
time, are entirely willing to explain 
the items making upa rate to either 
agent or Owner; so, coming back to 
the question of co-operation, here is 
an important opportunity to advance 
along the lines of friendliness and the 
dissemination of information, which 
cannot be too closely applied in the 
best interests of the business. 
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PROGRESS TOWARDS FEDERAL 


REGULATION AT WASHINGTON. 





The general situation at Washington 
relating to federal supervision is in 
substance this: Two bills of moment 
have been introduced, one in the 
senate by John F. Dryden, senator 
from New Jersey,and one in the house 
by Butler Ames, representative from 
Massachusetts. These two bills, while 
having to do with ‘‘federal regulation’’ 
are diametrically opposed in purpose 
and scope. Senator Dryden’s bill has 
as its primary purpose the declaring 
of insurance to be commerce, the aim 
being to test at once the constitutional 
objections raised to national regula- 
tion of interstate insurance. The bill 
specifically states that corporations 
included under its provisions ‘‘are 
hereby declared and held to be en- 
gaged in interstate or foreign com- 
merce’”’ and that the policies issued by 
said companies are ‘‘deemed and de- 
clared to be articles of commerce and 
instrumentalities thereof.’ 

Beyond this Senator Dryden’s bill 
deals mainly with provisions for re- 
porting, testing and publishing the 
financial condition of companies, pro- 
viding salaries for the department 
officials and fees to be paid by the 
companies. There is nothing in the 
bill covering conditions or practices 
in any branch of insurance, and the 
measure, if enacted and declared con- 
stitutional, would permit insurance 
companies engaged in said interstate 
insurance to transact business with- 
out any of the restrictions now preva- 
lent in the states exercising the best 
forms of supervision. 

Representative Ames’ bill, on the 
contrary, is a very complete code 
drafted evidently as the result ofa 
study of laws in Massachusetts, Con- 
necticut, New York and other states, 
and embraces provisions governing 
the conduct of companies now con- 
sidered essential in any effective 
scheme of supervision. 





In another respect also the Ames 
bill differs radically from that of Sen- 
ator Dryden, inasmuch as the question 
of constitutionality is not raised 
thereunder, for the Ames bill relates 
to “‘federal regulation’’ only in the 
District of Columbia, and the condi- 
tions of the bill set up apply only to 
companies incorporated in the District 
of Columbia or licensed to do business 
therein. The object of the Ames bill 
then is to avoid the question of con- 
stitutionality by limiting the scope of 
the regulation. At the same time it 
is proposed to set up in the city of 
Washington a standard of supervision 
which may be a model and example 
for all states. 

In short, the Ames bill emphasizes 
the importance of enacting in Con- 
gress an adequate code covering the 
methods and conditions under which 
insurance shall be transacted, and 
ignores the question of establishing 
supervision of interstate commerce 
transactions to the exclusion of the 
state control now exercised. On the 
other hand, the main idea back of the 
Dryden bill is to establish insurance 
as commerce and therefore secure 
supervision over interstate insurance 
to the exclusion of the present state 
supervision, and not to set up any 
standard or code of law such as em- 
braced in the Ames bill. 

The two bills are not only different 
in their purpose, but they clash in 
some of their provisions. The Ames 
bill, for instance, prohibits child in- 
surance. There is nothing upon this 
matter in the Dryden bill, and Mr. 
Dryden himself,-on account of his 
connection with one of the great in- 
dustrial companies, would probably 
be found in opposition to the prohibi- 
tion of child insurance. This is 
merely cited to show that there are 
entirely different forces and opinions 
back of these two bills, indicating 
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possibly that there is little chance of 
securing harmonious action. 

Without approving all of the pro- 
visions of the Ames bill, we should 
say that an ideal proposition would 
be a combination of that feature of 
the Dryden bill declaring insurance to 
be commerce, and of the plan back of 
the Ames bill establishing a code gov- 
erning methods and the conditions. 
But taken separately, of the two we 
should prefer a modified Ames meas- 
ure, first because it represents an 
attempt to establish a plan of super- 
vision based upon a study of the best 
insurance laws now in force. We 
have maintained from the very incep- 
tion of this question that if we were 
to have national regulation it must be 
formulated in some such way as has 
been adoped in the Ames bill. 

In the second place, we should favor 
that measure because it avoids en- 
tirely the question of constitution- 
ality, and while it does not establish 
that rational and logical control over 
interstate insurance which should be 
exercised by Congress, nevertheless it 
would have a material influence over 
state legislation and supervision and 
tend to remove many of the evils now 
incident thereto, while later on, when 


growing public sentiment in favor of 
actual national supervision called for 
an adoption of the principles expressed 
in the Dryden bill, there would be in 
force a code under which the com- 
panies would be properly regulated. 
We believe in the essential princi- 
ples of the Dryden bill, namely, that 
insurance is commerce and that poli- 
cies are instrumentalities of com- 
merce. But we do not believe it would 
be wise to establish federal regulation 
at Washington without at the same 
time providing an adequate code for 
the control and restraint of insurance 
companies engaged in interstate in- 
surance. To inaugurate national reg- 
ulation as provided in the Dryden bill, 
would free insurance companies from 
many of the healthy restraints now 
imposed by state laws. Many of those 
restraints should be removed, but 
there are many others which should 
be maintained in the interests of the 
people. Conditions in America are 
not such as to make it possible to allow 


insurance corporations absolute free- 
dom in their transactions. We regret 
that this is so, but nevertheless it 
seems to be true that the interests of 
the people reqaire close and careful 
supervision over some of the essential 
features of the business. 





TRUST COMPANIES ISSUING PURE ENDOWMENTS. 








A new feature in trust company op- 
eration has recently appeared. It is 
the offer to write what is approxi- 
mately a contract of pure endowment. 
Business in this department is being 
solicited through magazine advertis- 
ing and correspondence. The plan 
devised by the Colonial Trust Com- 
pany of Pittsburg, is a simple one. 
Annual deposits are_received of such 
an amount which will at 34 per cent. 
compound interest equal a thousand 
dollars at the end of a selected period. 
At the death or withdrawal of the de- 
positor, the actual amount of his de- 
posits are returned with the stated 
interest. 


The 20 year endowment, so called, 
calls for an annual deposit of $34.20. 
The Colonial Trast Company points 
out in its literature, that when taken 
in combination with a term policy of 
life insurance, its contract offers a 
better return to the investor than the 
ordinary endowment contract. 

This is true when applied to those 
who die or withdraw during the en- 
dowment term, as the trust company 
accumulates for all its endowment de- 
positors, while the insurance company 
plans the endowment for the survi- 
vors only. But for this reason, the 
survivors should do better with insur- 
ance policies than with trust company 
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contracts. Atage 35 « non-participa- 
ting insurance endowment costs $44.62. 
The trust company’s deposit is $34.20; 
the cost of a 20 year term policy will 
be about $1500, making a total of 
$49.20 for the combination. At-this 
age about 79 out of 100 will live 20 
years, giving for the majority there- 
fore. a better investment from the in- 
surance endowment. 

But there can be no comparison 
whatever when the relative security, 
and safety of the two propositions are 
considered. It is not necessary to re- 
call the rigid requirements of solvency 
demanded of insurance companies and 
the methods used in determining each 
year the sufficiency of the companies’ 
assumptions and assets. When the 
trust company’s environment is 
searched for something similar, noth- 
ing of the sort can be found. Not 
only does the trust company ignore 


the mathematical reserve necessary 
for fulfilling long term contracts, but 
the gross assets of such acompany are 
not protected like those of an insur- 
ance company and there seems to be 
no limit as to the kind of business a 
trust company may engage in, from 
running a mine or a laundry to build- 
ing a railroad. All financial enter- 
prises are included in such a com- 
pany’s operations. 

A large part, therefore, of a trust 
company’s enterprises may properly 
be termed hazardous, the very op- 
posite quality to what we demand of 
insurance companies in caring for 
trust funds. These facts must upon 
reflection, be apparent to everyone, 
and we venture the opinion that the 
life insurance companies have nothing 
to fear in the way of inroads upon 
their endowment business by the trust 
companies. 








TWISTING: WHAT IS SAID FOR AND AGAINST THE PRACTICE. 








Somebody has furnished the New 
York ‘‘Press’’ with the argument by 
which the twister pretends to con- 
vince himself and others that he is en- 
gaged in a meritorious enterprise. 
The following editorial appeared ina 
recent issue of that newspaper: 


‘‘We have had numerous letters on 
the subject of insurance ‘twisting’ 
since the extraordinary pruposal was 
offered by the Tarbell fraternity to 
prevent it by legislation; but we do 
not deem it necessary to publish these 
communications, as the question is 
simply explained by illustration. 

“The proposal of the anti-twisters 
is that if a man is fool enough, or has 
been fooled enough, to take out a poor 
policy in a company which is giving 
him inadequate or no returns he must 
keep on being a victim! The proposal 
is to compel him by statute to remain 
a perpetual fool! 

‘‘We have before us some figures 
which show why there always will be 
and should be twisting—going out of 


one company into another—as long as 
there are honest and dishonest com- 
panies, good and bad ones. ‘Two bus- 
iness men of New York city took out 
a policy each in 1898—one for $5,000 
in the benevolent institution of Mr. 
Tom Ryan; the other for $10,000 in 
another company (naturally not one 
of the ‘Big Three’), which is admin- 
istered in the interest of the policy- 
holders, instead of ‘Grafters and 
Associates’. For the purpose of com- 
parison as to financial results, we raise 
the Equitable policy to $10,000 both 
being ordinary life begun at. the age 
of 52, and this is what we see: 

“The premiums on the Equitable 
insurance, $529.10; on the other, 
$522.10 a year. 

‘In 1900, cush offered (dividend) by 
the Equitable, $37.70; by the other, 
$138.70. Addition taken, Equitable, 
$64; other, $263. 

‘In 1901 Equitable, respectively, 
$41.60 and $70; other, $126.60 and 
$235. 
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**In 1902, Equitable, $17.80 and $76; 
other, $131.59 and $239. 

‘*In 1903, Equitable, $52.30 and $82; 
other (fifth-year double dividend), 
$242.88 and $437. 

“The totals for the period: Cash 


offered, Equitable, $213.40; other, 
$642.77. 
‘** Addition: Equitable, $642.77; 


other, $1174. 

‘*‘When the victim of Ryanized phil- 
anthropy considers that he pays big- 
ger premiums to the Equitable, but 
gets that vast difference in returns for 
those premiums, does he wish he had 
been twisted out of a losing game; or 
is he glad to goon beingafool? There 
is the whole twisting argument in a 
nutshell.”’ 


—_ 


Because of its exceptional dividend 
record, the Northwestern Mutual Life 
would seem to be in a position to 
profit by any argument which could 
be made in behalf of twisting, yet the 
late Willard Merrill, who devoted a 
life-time to the upbuilding of the 
great institution or which he was 
vice-president, condemned twisting in 
the most direct and vigorous manner. 
In answer toa query regarding the 
attitude of the Northwestern towards 
twisting, Mr. Merrill, a few years ago 
wrote as follows: 


Dear Sir: 

‘‘President Palmer has_ received 
your circular letter and has handed it 
to me for attention. You express 
your disapproval of the practice in 
life insurance soliciting that is stig- 
matized as ‘twisting,’ and you ask 
for an expression of his opinion for 
publication with other expressions of 
a similar character. I think all right- 
minded men condemn the practice 
which is commonly called ‘twisting,’ 
but we believe the evil cannot be 
remedied by the publication of a 
pamphlet, and that the only effectual 
way is for the management of each 


company to take a positive stand on 
that question, and then for each gen- 
eral agent to take a similar stand with 
his solicitors. We have no faith in 
any other method of reforming the 
evils of rebating or twisting, or any 
other evil or abuse that has grown up 
in the soliciting work of the different 
companies. If every company would 
insist upon character as the prime 
requisite for the general agent, and 
should insist that every general agent 
should consider character as a prime 
requisite for every solicitor, and each 
company and its agents should co- 
operate in vigorous and persistent ef- 
forts to reform all evil practices that 
have developed in their field work, 
there would be ground for the hope 
that life insurance soliciting would be 
lifted to a higher standard than it has 
ever yet attained. We have no con- 
fidence in any other method of reform. 
Yours truly, 
Willard Merrill, 
Vice-president. 


“SOURCE OF SUPPLIES CUT OFF.” 


We are going to be candid about it if it breaks 
us, and we’re pretty near broke now. We are 
sorry that Messrs McCurdy and Alexander and 
Hyde and McCall and Perkins have quit the life 
insurance husiness; sorry for various reasons. 
But our grief in that direction is not necessarily 
inconsolable. Weare sorrier that Charley Smith 
has resigned as manager of the literary and ad- 
vertising department of the Mutual Life. That’s 
a bereavement compared to which a change of 
presidents is a diversion.— Assurance. 








OUTCOME OF INVESTIGATION. 


That the effect of the investigation will be ben- 
eficial to the companies and to the business, 
seems probable. In the future, life insurance 
managers will look less to the volume of new 
business, and to great accumulations of assets 
and surplus, than to the benefit to poiicyholders 
which may be effected by a more restricted and 
less expensive new business, and by frequent 
distributions of such surplus as may arise from 
economical and conservative administration. 
There may be a return to earlier plans and 
methods, and possibly life insurance for protec- 
tion—rather than for investment.—John A. Hall, 
President, Massachusetts Mutual Life. 


YS 
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A PRESIDENT’S STATEMENT OF BELIEFS ON CURRENT PROBLEMS. 


Some Illuminating Comment on Questions of the Day. 





PRESIDENT JOSEPH A. DE BoER TO POLICYHOLDERS OF THE NATIONAL LIFE. 


Mutualty—We believe that the rate 
charged for every form of policy and 
that the policy in its terms should 
stand for a fair, square, mutual ar- 
rangement with every policyholder. 
That is the chief and most practical 
essential of mutuality. Next, we be- 
lieve in vesting the control of the 
company ina vote by policyholders, 
based upon the insurance itself with- 
out regard to its form, but corre- 
sponding to its amount. . 

Premiums—We believe in old line 
or level premium insurance, and in a 
premium sufficient to render certain 
the company’s ability to keep every 
promise, whether it matures tomor- 
row or a half century hence, as some 
contracts are now doing which were 
written fifty years ago. 

Policies—We believe in making our 
contracts of insurance clear and con- 
cise and as liberal as experience de- 
clares they can be made; in vesting in 
their owners full control over their 
values and their share in the com- 
pany’s assets by an endorsement of 
cash, loan, paid-up insurance, self-act- 
ing term insurance, and other options. 

Selection of Risks-—-We believe in ac- 
cepting only unimpaired risks, appli- 
cants in good health, who are entitled 
to be considered as up to the average 
of our general membership. 

Agents—We seek and believe we 
have secured the employment of none 
but reliable and experienced men, who 
will faithfully and intelligently pre- 
sent the facts of our history, the 
actual conditions of our company and 
the terms of our contracts, and who 
are able to advise their clients to their 
advantage and according to their 
needs. 

Investments—We believe in taking 
care of the company’s funds upon the 
strict law that they are trust funds, 
and that they can and should be free 


from all speculation, hazard, and 
doubt; that investments should not be 
made upon the theory of being in the 
market, but to be held as solid and 
safe securities, able to discharge their 
function in a scientific scheme of life 
insurance work. 

Depositories—We believe in having 
no alliance with other financial insti- 
tutions, meaning thereby none that 
will in the slightest degree restrict 
the use of our company’s funds or 
their investments. We further believe 
that our depositories should be strong 
themselves and ready, for that reason, 
to discharge a valuable service to the 
company by way of exchange and 
collection, and, in addition thereto, 
pay the company a good rate on daily 
balances. 

Salaries—We believe in reasonable 
salaries, but also in employing com- 
petent and skilled employees. We re- 
gard excessive salaries as wrong and 
pension lists as wholly indefensible, 
considering that disbursements of 
funds should always purchase a true 
service for the insured. 

Syndications—We do not make use 
of syndicate transactions, but insist 
that our committee on finance shall 
always be at perfect liberty to invest 
where it will and with a sole regard 
to the most effective and secure re- 
sult, absolutely free from all entangle- 
ments or control of outside influence. 
We also believe that, while syndica- 
tions might be profitable and free 
from wrong, ail profits belong to the 
insured, and that the credit which 
their company supplies should be used 
exclusively to their advantage and for 
their benefit. 

Campaign Contributions—We be- 
lieve that our company has no right 
to make campaign contributions, and 
that the well-being of the public and 
of our policyholders does not require 
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them. On the contrary, we think 
such contributions subvert the best 
public interest, since funds so spent 
seldom achieve their purpose, de- 
moralize public sentiment towards 
corporations, and act as a species of 
disfranchisement of a part of its pol- 
icyholders. It is the business of gov- 
ernment to take care of the ballot, to 
see that the vote is brought out and 
to give all parties and all voters, in- 
cluding life insurance companies, a 
square deal. When life insurance 
companies use funds that way, they 
abuse their trust. 

Lobby Contributions—We believe 
that, while state legislatures make 
laws for the life insurance business, 
the companies must from time to time 
attend their committee meetings for 
the purpose of defining their posi- 
tions and their needs. The proper 
officers should do this, and be able to 
do this lawfully and effectively with- 
out any added legal or lobby charges 
on their companies. We do not be- 
lieve in a paid lobby, in a vena] fund, 
in the use of illegal influence, or in 
the purchase of the legislative vote. 
Everything which tends to corrupt a 
legislature is an act of treachery to 
the state. 

Official Graft—We believe in strict 
official attention to the duties with 
which our officers are charged. We do 
not regard it wise or best for officers 
to act here and also elsewhere, al- 
though this is not always a necessary 
or desirable rule of work. 

Deferred Surplus—We believe that 
deferred surplus policies have had 


and will have a true and economic 
place in life insurance, subject to 


their being understood when bought 
and honestly accounted for when sold. 
Annual dividends are neither always 
earned nor always safe. The matter 
of the dividend period is one of choice 
for the purchaser. 

Expenses—We believe in reducing 
expenses toa minimum, but not in 
running any chance of poor service or 
cheap insurance or a defective future 
in any adoption of some futile and er- 
roneous system of life insurance based 


upon insufficient rate. There are cer- 
tain fixed charges which life insur- 
ance management cannot control, the 
costs of medical selection, the taxa- 
tion of life premiums and assets by 
states, the costs of a full publicity, 
the charges due to effective home 
office and field supervision, and the 
costs necessarily incident to the se- 
curement of high-grade, well-distrib- 
uted investments. We believe, how- 
ever, when due consideration is given 
to the much more liberal character 
of all policies of insurance, to the im- 
proved quality of invested assets, to 
the greatly enhanced certainty of the 
insurance itself, to the actual and pos- 
sible services now rendered,and to the 
rates today, as compared with those 
of fifty, forty, thirty, or twenty years 
back, in some cases but a trifle more 
and in some cases even less, that life 
insurance is cheaper and better and 
more economical than at any time in 
its history. It has kept pace with the 
requirements of the times and, as we 
think, without increase of cost to the 
average man. Our belief on the sub- 
ject is that the insured will stand for 
and will demand such an expenditure 
of funds as is necessary to secure good 
work and good service, but that they 
demand an honest accounting and a 
discreet disbursement exclusively in 
their interests. 

Publicity—It has been said that 
publicity is the cure for every form 
of existing economical, political, and 
financial wrong-doing. It is not, ex- 
clusively, but we believe in a real 
publicity, not the sham thing pur- 
chasable with money, but the true 
thing that will give the public the 
facts and a true insight into the con- 
ditions and tendencies of the com- 
pany. 

Rebating and Twisting—We do not 
believe in rebating or in ‘‘twisting’’ 
or in any of the indirect processes by 
which wrong tendencies are intro- 
duced and which, in turn, adversely 
influence persistency. We believe also 
that life insurance isa thing apart, 
not to be compared with the work of 
savings institutions or pure invest- 
ment and lending concerns, and that 
the business world does not and can- 
not supply its substitute for its broad 
and splendid service, either to the in- 
dividual or the state. Life insurance 
is not an accident but a growth and 
an evolution, and today has achieved 
its period of greatest underwriting 
efficiency. 
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RESULT OF THE CHICAGO STATE OFFICIALS CONFERENCE. 


Deferred Dividends Condemned—Standard Policies Recommended. 


By SAMUEL Davis, ASSOCIATE EDITOR JOURNAL OF INSURANCE ECONOMICS. 


The life insurance conference of 
state officials at Chicago accomplished 
very little of definite value. Perhaps 
from the very nature of the gathering 
not much more than a consensus of 
opinion of the membership as ex- 
pressed in the resolutions could be ex- 
pected. The meeting was notable for 
the almost complete lack of skill or 
technical knowledge of life insurance 
science upon the part of the officials 
assembled there. 

The remarks of Governor Cummins, 
especially, showed that he had no 
knowledge whatever of the most ele- 
mentary principles of the business. 
The state of Iowa, of which he is gov- 
ernor, is the home of many experi- 
ments in insurance and its citizens 
have strong leanings towards assess- 
ment methods and fraternal organiza- 
tions. It has no independent insur- 
ance department, the auditor of the 
state being also charged with such 
supervision of insurance as the statutes 
require. We might well wonder what 
would happen to the institution of life 
insurance if the theorists of the Middle 
West were through some unexpected 
means, suddenly given the task of set- 
tling with authority, the problems of 
the present day. 

In one matter, however, Massachu- 
setts joined heartily with the commis- 
sioners of the South and West and that 
is on the subject of deferred divi- 
dends. Itis really funny to see with 
what eagerness and unanimity the re- 
formers and improvers of life insur- 
ance unite to anathematize deferred 
dividends. If you believe Host of Wis- 
consin, Folk of Tennessee or Elwell 
of Massachusetts, you will then adopt 
the theory that all the wrongdoing 
recently uncovered has been due to 
deferred dividends. And yet only five 
years Ago, the Massachusetts legisla- 


ture gave to the companies of this 
Commonwealth hitherto deprived of 
the privilege, permission not only to 
write deferred dividend policies, but 
left entirely to the discretion of the 
companies the whole business of pay- 
ing dividends. 

It looks very much as though all 
this indignation against deferred divi- 
dends now, after the damage is done, 
may be designed to turn the attention 
from possible shortcomings of super- 
vising officials themselves. It seems 
that any old kind of an annual state- 
ment would get by. As the Journal 
has said many times, the matter of 
inter-state comity has had altogether 
too large a place in the business of 
supervision. 

As a fair sample of the looseness of 
thought displayed in the deliberations 
and resolutions of the Chicago confer- 
ence, take the very deliverance upon 
deferred dividends: 

We believe the system commonly known as 
the deferred dividend plan, which consists in de- 
ferring all dividends to the end of a period 
named and of forfeiting the shares of the sur- 
plus justly belonging to those policyholders who 
either lapse or die before the end of the 
period. * * * # 

Now how can any dividends belong 
justly to those not entitled to receive 
them by the terms of their contracts? 
Has the purchaser of a non-participa- 
ting policy any grievance because his 
contract expressly stipulates that he 
shall receive no dividends? Is there 
to be no longer any freedom of con- 
tract? Will the next step be to forbid 
the issuance of endowment contracts 
because those who die receive nothing 
for the endowment portion of their 
premiums? Possibly. The proposed 
Ames law for the District of Columbia 
forbids the issuance of deferred an- 
nuities and of policies which provide 
for any part of a pure endowment. 
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When annual dividends have been 
made compulsory it will be in order 
to inquire what equity there is in pay- 
ing dividends several years before 
they are earned. Nocompany today 
earns the dividend which it pays at 
the end of the second or third year; 
it comes out of the surplus belonging 
to the old policyholders. Again, are 
the annual dividend companies to be 
permitted to withhold a part of the 
actual dividend belonging toa policy 
in a fat year in order that the scale of 
dividends may be maintained in a lean 
year? 

Of course abuses in any dividend 
method should be abated, if there are 
such. We are very sure, however, 
that this will not be accomplished by 
putting a ban upon a perfectly legiti- 
mate method of distributing divi- 
dends. 

The Chicago resolution which calls 
for a standard form of policy would, 
if put into practice, have a most in- 
jurious effect upon competition. It 
would stifle enterprise and render 
wholly useless the studies, experi- 
ments and efforts now being made by 
many of the smaller companies, to 
broaden and liberalize their contracts 
making them still further serve the 
ever changing circumstances and re- 


quirements of the policyholder. A 
company like the Connecticut Mutual, 
would probably prefer to retire from 
business rather than put annual loans 
and cash values in its policies, because 
its whole theory and attitude has been 
in constant opposition to the liberaliz- 
ing of the policy contract which has 
gone steadily on for the last fifteen 
years. 

Is the combined wisdom of the at- 
tendants at the Chicago Conference 
sufficient to say which of two con- 
tracts is the better, one which repre- 
sents the extreme of conservatism in 
the privileges allowed and another 
which goes to the limit in providing 
flexible conditions which operate to 
meet almost any situation of the in- 
sured? One company puts no war- 
ranties whatever in its application, 
save that the answers are correctly 
stated. Another recites a score of 
warranties by the applicunt. Can 
anything else but the lapse of time 


and the gain of experience show which 
of the two plans works out to the best 
advantage? 

Probably nothing could be conceived 
as better adapted to retard progress 
and the evolution of ideal life insur- 
ance than this proposa) for a standard 
policy form. 

Equally futile is the recommendation 
designed to secure better representa- 
tion at the business meetings of mutual 
companies. It is suggested that some 
method be devised whereby the pol- 
icyholders may be classified in juris- 
dictions, these to elect representatives 
to the annual meetings. But the im- 
portant matter of showing how the 
members of a jurisdiction are to know 
each other is discreetly overlooked. 
With the ‘‘twister’’ abroad in the 
land it would scarcely be safe to per- 


mit publicity to attach to lists of pol- 


icyholders. 

With respect to publicity, statement 
blanks and laws governing invest- 
ments, the conference was satisfied 
to let present regulations stand. Upon 
the whole we are disappointed with 
the positive phases of the corference 

There is also something to be said 
on the negative side. What the con- 
ference neglected to consider is quite 
as interesting as the actual achiev- 
ments. An examination of the state 
reports will show that many com- 
panies pay more for taxes of various 
kinds than is required for all salaries 
and wages and minor expenses. Yet 
the conference hadn’t a word to say 
about relieving the companies of this 
entirely unjustifiable burden, neither 
did the delegates undertake to use 
their influence with the legislatures 
of the various states to have the taxes 
lessened or abolished. Again, much 
evil has been permitted through too 
great respect for interstate comity, 
and much expense is occasioned the 
companies through the operation of 
retaliatory laws. The conference was 
silent upon both these matters. 

However the gathering will appease 
a certain amount of popular clamor 
and it is undoubtedly for the good of 
all concerned that the conference was 
held. Not the least good accomplished 
was the opportunity thereby afforded 
to see the utter uselessness of at- 
tempted reform and improvement 
without knowledge. Furthermore 
there is probably very little danger 
that any recommendations made in 
such circumstances would be adopted 
by any considerable number of state 
legislatures. ° 
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CHANGED POLICIES IN THE CONNECTICUT MUTUAL LIFE. 





Agent’s Commissions Increased to Insure Writing of More Business—Excellent Future 
For the Company. 





Always an interesting document, the 
annual report of the Connecticut Mu- 
tual Life Insurance Company for the 
year 1905 possesses an additional at- 
traction as the first from the new 
president, John M. Taylor. Colonel 
Greene during his lifetime marked 
out a clearly defined line of action 
along which he guided his company 
without regard to the tendencies of 
the business as a whole. Indeed, he 
of choice, ran deliberately counter to 
the most pronounced methods which 
the evolution of the business brought 
about, and his custom was to deliver 
annually through the press his views 
upon debated questions. 

In the course of his statements he 
attacked very vigorously the increas- 
ing adoption of annual cash values, 
incontestable policies, deferred divi- 
dends and other matters. In later 
years it became evident that he was 
waging a losing fight so far as win- 
ning any company executives over to 
his way of thinking, and apparently 
his writing for the daily press did not 
to any appreciable extent influence 
the public against patronizing the 
companies whose practices were ana- 
thema to him. In commenting upon 
Col. Greene’s report for 1903 the Jour- 
nal in February 1904 said: 

This annual report, like its predecessors, is 
interesting, but it marks a phase of thought 
which is passing, in all probability never ,to 
return. Looking ahead to the future one can 
scarce avoid the speculation as to whether the 
successors of the present management of the 
Connecticut Mutual will not inaugurate de- 
partures as radical in the practice of that com- 
pany as have been made in the Travelers, since 
vice-president Lunger took hold. 

From some hints in President Tay- 
lor’s current report there is strong 
evidence that the speculation made in 
these pages two years ago, is in a fair 
way to become an accomplished fact. 


Like his contemporary, James G. Bat- 
terson, Col. Greene belonged to a 
period which economically, at least, 
differed in the most pronounced 
fashion, from that which we have 
just entered upon. For this reason it 
is practically impossible to carry into 
this generaton without modification 
or change, prescribed lines of action 
which had their inception in a day 
totally unlike our own in organization 
and prosecution of business. 

It was therefore inevitable, that de- 
spite his strongest determination to 
continue unchanged the theories of 
Col. Greene, President Taylor should 
find this impossible. So far as the 
procurement of new business is con- 
cerned, the Connecticut Mutual made 
no effort to obtain it for a quarter of 
a century, being satisfied to write just 
about enough to make up the termi- 
nations. This fact considered with 
the age of the company has enabled it 
to show disbursements to policyhold- 
ers in excess of receipts from them. It 
could not very well be otherwise with 
the returns from interest. 

Evidently the management has at 
last concluded that a proper amount 
of new business is not only desirable 
but even necessary, if the company 
is to remain in the forefront. We ar- 
rive at this conclusion from a para- 
graph in the report :— 

A change in the commissions to agents has 
recently been authorized by the directors which 
will afford to them an equalized and additional 
eompensation, and will, we believe, increase the 
new business to keep pace with the company’s 
record, prestige and merits. This change will 


not, so far as we can now foresee, interfere with 
our present seale of dividends to policyholders. 


From another source we learn that 
the company is offering brokerage 
commissions of 60 per cent. on life 
policies except ten and fifteen payment 
policies; on these and on all forms of 
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endowment policies 50 per cent. com- 
mission will be paid. It can be seen 
at once, that the company is prepared 
to enter upon a course hitherto for- 
eign to it. 

These commissions are considerably 
larger than those paid by several pro- 
gressive companies. It may be, how- 
ever, that even these commissions 
will not increase the business to any 
great extent unless the policy con- 
tracts are remodelled to keep pace 
with modern development. Some 
concession to the modern spirit was 
made when the earliest cash value 
was advanced from ten years to five 
and by recognizing the policyholders’ 
implied right to obtain loans against 
the policy reserves. 

We have always felt that the Con- 
necticut Mutual, as an _ institution, 
should obtain a larger share of the 
great volume of business which each 
year adds to the aggregate amount in 
force, and congratulate the company 
upon the decision of the management 
to adopt measures for its procurement. 

The announcement of this intention 
is the significant feature of President 
Taylor’sreport. There is a noticeable 
lack of criticism upon the methods of 
other companies which are not in har- 
mony with the Connecticut Mutual’s 
ways. 

President Taylor’s remarks upon the 
voting power and the use of proxies, 
describe the methods in use and the 
source of authority for them. Be- 
cause proxies are revocable at will, he 
says, the power to change any man- 
agement, should necessity arise, is im- 
mediate and effectual. But this cor- 
porate right should not be delegated 
to strangers, to exploiters, to promot- 
ers or to speculative financiers who 
have nothing but their own selfish or 
nefarious ends to serve. 
“‘your representatives here deem it 
their imperative duty to have avail- 
able for instant use, ifan emergency 
arises, the necessary and proper 
means to protect your interests; and 
they will not hestitate to call for 
them as occasion offers.”’ 


He adds, 


As usual a feature is made of the 
excess of disbursements over receipts, 
and the claim is made that this is ‘‘a 
result which no other American life 
insurance company of any magnitude 
has accomplished.’’ But it is a result 
which would be attained by any com- 
pany of the Connecticut Mutual’s age 
if new business were not sought. 

The company may justly be proud 
of the answers which it was able to 
give to the inquiries made by the New 
York investigating committee, and 
which are summarized in the annual 
report. The members of the company 


are given a straight talk upon the 
proper value to ascribe to the current 
newspaper discussion over the cost of 
insurance. President Taylor says 
that this discussion takes no account. 

Of the controlling factors in the cost of insur- 
ance, it is determined by four intergrai factors, 
(a) death lasses; (b) the reserve; (c) the ex- 
pense of management; (d) adverse contingen- 
cles: and the only controllable factor is that of 
expense. Any variation in these several items 
affects the cost; and any and all of these contin- 
gencies are certain or possible in any year or se- 
ries of years. The premiums can never be in- 
creased ; they remain a fixed quantity; there can 
be no reduction of them which would not put 
in jeopardy the margin of absolute safety. The 
solvency of companies to which men have com- 
mitted their dearest interests, is not to be put in 
peril by any managerial ambitions, or in obedi- 
ence to an ignorant clamor for cheaper insurance, 
so cheap as to be wortlHiless, or to legislative 
blunders or inequities. 

Rival agents have so much to say 
in reterence to the Connecticut Mu- 
tual’s real estate account, that the 
president deems it worth while to say 
a word upon the subject. Of the $24,- 
970,786 of real estate taken under fore- 
closure, the company has sold $16,- 
548,245, at a profit of $1,361,223, over 
cost. During the year 1905 the com- 
pany disposed of property which cost 
it $700,161 for $774,630, making a profit 
of $74,469. The expense upon the 
real estate remaining are decreasing 
and the return upon it is increasing 
each year, so that there is sound rea- 
son to conclude that the company will 
get its money back and a profit be- 
sides. 

The report concludes with a very 
proper suggestion that the policyhold- 
ers interest themselves in securing 
an abatement of taxes which are laid 
heavily upon insurance. The policy- 
holders of the Connecticut Mutual are 
to be congratulated upon the report 
of their company for 1905, for its rec- 
ord of achievement and its promise 
for the future. 
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INSURANCE INVESTIGATORS CONDEMN PRELIMINARY TERM. 





Eight years ago the publisher of 
the Journal of Insurance Economics 
launched this venture in order that he 
might be free to express his convic- 
tions in regard to preliminary term 
valuation. Previous to that time there 
had been but one insurance paper, the 
‘*Field’”’ of Louisville, then under edi- 
torial charge of Young E. Allison, 
which had spoken against this attempt 
to use the reserve for expenses. Since 
the Journal started it has continu- 
ously and with unabated zeal fought 
the preliminary term proposition. It 
is not necessary for us to review the 
facts. Itis fitting, however, that we 
should record the results. 

First: Preliminary term valuation 
has been effectually debarred from 
Massachusetts and the companies 
mainly responsible for the attempt to 
break down net valuation have retired 
from the state. 

Second: The Armstrong committee 
appointed by the New York legisla- 
ture to investigate life insurance has 
recommended to the legislature the 
prohibition of preliminary valuation 
on all policies issued after December 
31, 1906. Upon this question the Arm- 
strong committee says: 

The third class of companies operate on what 
is called the preliminary-term plan—that is to 
say, they charge a level premium, but treat the 
insurance for the first year as one-year term in- 
surance with an option to renew for succeeding 
years, thus escaping the statutory reserve the 
first year. The device of preliminary-term in- 
surance is resorted to, in order to provide a fund 
through the decrease of reserves for the acquisi- 
tion of new business. 

Under the present law it is said that this plan 
in some form is absolutely essential to enable a 
new company to get under way, and by it alone 
it would seem that a number of companies have 
been enabled to meet the strain of competition. 
But it will be noted that in only one of the com- 
panies using this plan were the expenses within 
the margins of the first year’s premiums, includ- 


ing mortality gains. Whatever it may do, there- 
fore, in providing for the expense of new busi- 


ness, it utterly fails to furnish a criterion for 
economy. 

It is indefensible for other reasons. If the 
iusurance for the first year is not in reality term 
insurance, the law as to valuation of policies is 
violated and the reserves in this state are calcu- 
lated upon a wrong basis. This is the position 
taken by the Massachusetts Insurance Depart- 
ment. On the other hand, if it be treated as one- 
year-term insurance according to the form of the 
policy, then it would seem to be aclear case of a 
discrimination violating the intent of section 89 
of the insurance law. 

For the one-year-term rates charged are not 
the same for all forms of policies, but the same 
premium which is charged in subsequent years 
according to the character of the insurance, 
whether life, limited payment life, or endow- 
ment, is charged in the first year. Otherwise 
there would be no advantage in the device, for 
it is precisely the difference between the cost of 
insurance and the full level premium rate that 
is sought to be gained in the first year to meet 
the expense of obtaining the business. 

Under such contracts as much as $100 is some- 
times paid for a single year insurance worth $7 
net. It is said that this discriminating feature 
of the plan bas been denounced by leading 
actuaries here and abroad, who favor some pro- 
vision for the cost of new business. On the 
other hand, it is claimed that the evasion of the 
statute as to discrimination is permissible because 
the policy differs from an ordinary one-year 
term policy in giving an option, for its continu- 
ance upon another basis, but this distinction is 
purely formal, and, in the judgment of the com- 
mittee, section 89 should be so amended as to 
leave no doubt that this kind of insurance falls 
within its prohibition. 

We believe that the work which the 
Journal of Insurance Economics has 
performed upon this one point of life 
insurance principle has justified its ex- 
istence. We feel that this magazine 
has contributed to the overthrow of a 
proposition which at one time threat- 
ened the entire structure of life insur- 
ance. There will be for some time pre- 
liminary term companies, but like 
assessment companies, they will be 
put inaclass by themselves and will 
no longer sail under the flag of legal 
reserve life insurance. And like assess- 
ment companies, they wil] in due sea- 
son begin to fail. Indeed some of 
them have already failed. 
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ARMSTRONG COMMITTEE’S REPORT ON INSURANCE CONDITIONS. 


Revolutionary Recommendations Intended to Bring About Reform—Agency Expenses Chief 
Object of Suggested Legislation. 


The Armstrong investigating com- 
mittee appointed by the New York 
legislature has made its report upon 
life insurance. It is an enormous 
document containing 319 pages of 120,- 
009 words. The great bulk is com- 
prised of a statement of the facts 
elicited by the investigation. The 
committee’s comment upon the facts 
and conditions, together with its rec- 
ommendations, are more compactly 
stated. For the information of our 
readers we set forth below concisely 
the recommendations made with brief 
comment by the editor where it seems 
to be called for. 

Voting.—In person, by proxy or by 
mail. Proxies to be revocable at pleas- 
ure, to be given within two months of 
annual election and valid only for 
that election. 

We regard this as a proper and sat- 
isfactory provision. 

Lists of Policyholders.—All having 


policies 01 over $1000 to be filed with | 


superintendent of insurance; similar 
lists to be open for inspection at the 
home office. Separate lists of policy 
holders to be open for inspection at 
general agencies of the company with- 
in said jurisdictions. No lists of in- 
dustrial policyholders required. 

Not enough gained of real value to 
policyholders to warrant the expense it 
would'necessitate. Policyholders’ lists 
should be open atall times to those 
who, upon application to courts hav- 
ing jurisdiction, can show just cause 
why such lists should be furnished. 

Nominations.—May be made by the 
board of directors or by 100 policy- 
holders and filed with the superinten- 
dent of insurance four months before 
election. 

A sensible provision. ’ 

Notices of meetings and Nomination. 


—To be made by mail to every policy- 
holder two months prior to the elec- 


tion. 
Would tend to cement the member- 


ship and solidify the company. 

Meetings.—Special act recommend- 
ed, by which terms of office of all ex- 
isting directors shall expire on No- 
vember 15, 1906, annual meetings be- 
ing postponed to that time. Existing 
proxies to be declared void and only 
proxies used as provided above. One- 
half the directors to be elected there- 
after annually. 

An essentially democratic provision 
containing all the possible evils as well 
as the good of democracy. 

Change of Stock Companies.—Law 
conferring power upon stock compa- 
nies to grant to policyholders the 
right to vote for directors with a con- 
currence of the majority of the stock. 

A reasonable provision. 

Suits.—Policyholders to be allowed 
to sue companies directly instead of 
through the attorney-general. 

A just provision. 

Investments.—Real estate invest- 
ment restricted to absolute needs of 
company. Ownership or control of 
subsidiary corporations prohibited. 
Syndicate transactions and sale on 
joint account prohibited. Investments 
in all stocks prohibited. 

This will limit the investments of 
life companies to mortgages and bonds, 
loans to policyholders and real estate 
necessary for the company’s own pur- 
poses. The committee does not be- 
lieve it wise to restrict life insurance 
investments to those in which savings 
banks are required to invest. We see 
no reason why life companies should 
be prohibited from holding good stock 
investments, but if the limitation will 
prevent speculation it may work more 
good than harm. 
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Directors Interest.—Directors will 
be prohibited from having any pecun- 
iary interest in any loan or investment 
made by the company except a loan 
upon his own policy. 

A good provision. 

Deferred Dividends.—Further issue 
of the deferred dividend policies pro- 
hibited. Accounting to be made an- 
nually and policyholders to be allowed 
to say whether they will take their 
accumulations or permit them to re- 
main to purchase additional insurance. 

Prohibition of deferred dividends is 
not necessary to reform. Annual ac- 
countings and separation of deferred 
dividend accumulations are. 

Non-participating Policies.—Mutual 
companies to be prohibited from issu- 
ing non-participating policies. 

A wise provision. 

Restriction of Business.—Writing of 
new business to be limited as follows; 
Companies having insurance in force 
of less than $50,000,000 no limit; be- 
tween 50 and 100 millions, new insur- 
ance limited to 30 per cent. thereof; 
between 100 and 300 millions to 25 per 
cent. ; between 300 and 600 millions, 20 
per cent. thereof; between 600 mil- 
lions and one billion 15 per cent. there- 


of. 
A purely arbitrary limit not based 


upon clearly justifiable grounds. 

Expenses.—Official salaries exceed- 
ing $5000 to be fixed by the board of 
directors. List of same to be reported 
annually to the superintendent of in- 
surance. Pensions prohibited. Com- 
missions to be uniform in percentage 
for all forms of insurance and based 
upon ordinary whole life policies. 
Bonuses, prizes, rewards and other 
special inducements to be prohibited. 
Renewal commissions should be lim- 
ited to four years and fixed at 10 per 
cent. of the first year’s commissions. 
Loans and advances to agents prohib- 
ited. Total expenses of the companies 
to be limited to the loading provided 
for expense. Loading to be uniform 
for all policies and based upon ordi- 
nary whole life policies. 

Some of these provisions desirable, 


but any attempt to limit agents’ com- 
pensation, except by confinement to 
the loading, is arbitrary and unwise. 

Reserve.—Preliminary term valua- 
tion after December 31, 1906 to be pro- 
hibited, net values to be determined 
by Dawson’s ‘‘Select and Ultimate’’ 
plan which allows the reserve during 
the first five years to be reduced by the 
saving in mortality between the actual 
and expected experience. 

The prohibiton of preliminary term 
valuation is essentially proper. The 
substitution of the ‘‘Select and Ulti- 
mate’’ for the standard net value sys- 
tem should be carefully considered be- 
fore adopted. 

Standard Policies.—Four standard 
forms recommended covering ordinary 
life, limited payment life, endowment 
and term policies. Other forms to be 
adopted by companies upon approval 
of the superintendent of insurance. 

Some things to be said in favor of 
this proposition; many against it. 

Rebating. — Present law to _ be 
changed to provide that a person re- 
ceiving a rebate shall be equally guilty 
with the one who gives it. 

An eminently just provision. 

Campaign Payments. — Prohibited 
by law. 

A wise provision. 

Legislative Expenses.—Full public- 
ity in regard to money expended. Com- 
plete detailed accounts to be kept. 

A provision thoroughly sound. 

Stipulated Premium Companies.— 
Law permitting should be repealed. 

Fraternals.—No recommendations. 





The report as a whole is extremely 
interesting. It is one which should 
not be idly set aside by insurance men 
because produced by outside critics; 
for on the whole it has been very in- 
telligently prepared and some of the 
recommendations should be favored 
and urged by insurance men. 

The mistakes in the report are due, 
as it seems to us, to the fact that the 
committee has considered only the 
conditions as revealed by an examina- 
tion of the big three life insurance 
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companies, and has not secured the 
broader view which would have come 
to it had the investigation extended 
to all life insurance companies. Never- 
theless it may properly be said that 
New York state is dealing with its 
own problem of insurance, and that 
problem is essentially the big three 
companies. 

We must accept the Armstrong re- 
port for what it is, namely, an expres- 
sion of public opinion upon life insur- 
ance questions as disclosed by the in- 
vestigation. Except in one or two 
pointsit cannot in any sense be said 
to represent expert life insurance 
opinion, and where technical ques- 
tions are discussed, as in the matter of 
valuation, expense loadings, etc., such 
expert opinion as is therein expressed 
is limited and is not the outcome of 
any extended analysis or consultation 
with life insurance actuaries or under- 
writers. 

Wedo not mean to say that Mr. 
Dawson has not consulted actuarial 
opinion other than his own, for we be- 
lieve that he has, but the ideas set 
forth in the committee’s report as the 
apparent result of his advice and co- 
operation, are largely, if not wholly, 
the outgrowth of his own thought and 
opinion upon these matters. And be- 
fore these recommendations are 


adopted and incorporated in the law 
of New York state the insurance com- 


mittee which considers the bills cover- 
ing these questions, should summon 


before it life insurance experts from 
all parts of the country, even though 
the committee should conclude it to 
be unwise to allow such opinion to in- 
fluence its legislation. 

Better still would it be for the New 
York legislature to refer the recomend- 
ations relating to reserves, expenses 
and policy forms to a special commit- 
tee to institute that careful investiga- 
tion which the Armstrong committee, 
on acount of its attention to other de- 
tails and the limitation in its time, 
was unable to give. 

Of course the inference is that the 
Armstrong committee sets forth its 
various recommendations in the belief 
that each and all are necessary to re- 
form and improve life insurance. For 
this reason we should like to see them 
all tried. There are some things rec- 
ommended about which we cannot 
speak definitely until they are tried, 
like the limitation of business. No 
one can tell just how this would work. 
It may do good, itmay doharm. The 
only way to find out perhaps is to try 
it. But to usthe arbitrary limitation 
of output in life insurance is subject 
to the same argument pro and con as 
the arbitrary limitation of production 
or labor in any other industry. 





THIS TIME IT IS A STRIKE. 

The December number of the Journal was 
delayed by fire. This number is delayed by a 
strike. There may be other acts of Providence 
which will delay subsequent numbers, but we 
hope not. 








THE REAL ISSUE IN THE TRIAL. 


STEPHEN H. RHODES, President John Hancock Life. 


| 
The institution of Life Insurance has lately undergone a severe ordeal. 
| Some individual misuse of delegated authority there was, as well as the em- 
| ployment in certain instances of methods foreign to the simple doctrine of the 
business, and these things, being shown, led to an upheaval and a readjustment 
of conditions in the associations affected. But in no instance has any shade of 
| doubt been cast upon the stability of the institution itself nor any just cause 
| arisen for its criticism. The agitation and the indiscriminate and oftentimes 
unfair assaults upon the system, which ensued as the result of bias, ignorance or 
eagerness to purvey sensationalism as ‘‘ news,” have served to show its real 
strength and usefulness and to effectually separate in the minds of the rationally 
thinking public, the demonstrated qualities of safety, stability and beneficence 
of the institution, from the fallibility of man, which was the real issue in the 
trial. 
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What Is the Use... 
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